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Notice to Shareholders of International Systcoms Limited 


September 10, 1970 


Your company reports an encouraging first quarter in the current year. Last 
year’s practice of announcing quarterly results to the press will be continued 
and in addition a direct mailing will be made to all shareholders, thus enabling 
you to follow closely the quarter by quarter results of operations. 


International Systcoms had consolidated sales of $672,900 for the quarter. 
Consolidated profit of $10,500 included profit of the Communications Division 
partially offset by losses at Ferritronics. The Ferritronics losses resulted from 
continued low shipments even though the upward trend has been re-established 
and orders from the U.S. market are being received. Sales at R. H. Nichols 
continued high during the quarter at $959,600, resulting in profit of $35,700 
well on budget. 


COMPARATIVE 
3 MONTHS ENDING 3 MONTHS ENDING 


JULY 31, 1970 JULY 31, 1969 
R. H. NICHOLS CO. LTD. 
Sales $959,600 $745,400 
Profit 35,700 N/A 


INTERNATIONAL SYSTCOMS CONSOLIDATED (not including R. H. Nichols) 
Sales $672,900 $538,000 
Profit 10,500 N/A 


Forecasts for the second quarter continue bright, with R. H. Nichols and 
Communications Division maintaining their good shipment levels and Ferritronics 
increasing its uptrend. 


J. H. Baldwin, 
President 


NOTE: 


A typographical error should be corrected in the annual report of April 30, 1970. The 
final item on the R. H. Nichols Balance Sheet under Liabilities 1969 for ‘Reserve for 
redemption of second preference shares’ should be $68,407, same as 1970 not 
$608,407. Phe — 
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PRESIDENT’S REPORT TO THE SHAREHOLDERS 


Your company has now completed a year of rebuilding; 
rebuilding the management team, the manufacturing cap- 
acity, the working capital, the internal systems and the 
profit outlook. The results of these efforts are now apparent 
in the recent performance, but were not achieved without 
cost. Losses continued in all divisions at a reducing rate 
during the year and the company is now operating profit- 
ably. 


Last year’s annual report, published in October, held out 
hope that the corner was turned at that time, but proved to 
be premature. The operations of the company did come 
close to break even in the final quarter, as forecast in the 
material which accompanied the rights offering. However, 
careful analysis of inventories and accounts receivable at 
year-end revealed losses not anticipated, a number being 
of a non-recurring nature attributable to previous years or 
the early part of the past year. Some of the specific items 
included in the loss for the year are: at Nichols, write-off of 
all remaining deferred engineering charges of $46,458 
against the year’s operations pius a small further provision 
for completion of the Nigerian contract; at Systcoms the 
loss of $285,105 recorded on the sale of Delta Electronics, 
further costs to wind up Progress Balance & Control in 
the amount of $107,000 and a reduction of inventory of 
$61,500 in the Communications Division to provide for more 
conservative statement of work in process. These items are 
non-recurring and only to a small degree attributable to the 
operations of the company during the past year. 


The financial statements of R. H. Nichols Co. Limited are 
not consolidated with those of international Systcoms 
Limited for the reasons outlined in note 1 (a) to the 
consolidated financial statements. However, in order to 
conform to generally accepted accounting principles, the 
carrying value of the investment by International Systcoms 
in R. H. Nichols Co. Limited has been written down to the 
estimated net realizable value and the write-down has been 
included as an extraordinary charge against earnings for 
the year. This has served to increase the loss reported by 
International Systcoms Limited by an amount of $340,226. 
The accounts of R. H. Nichols Co. Limited reflect an operat- 
ing loss for the year of $422,190. Care should be taken not 
to add the loss of Nichols to that of International Systcoms. 
Should R. H. Nichols Co. Limited earn profits in the current 
and future years, the carrying value of the investment of 
International Systcoms Limited will increase. 


Sale of Systcoms’ holdings in Delta Electronics allowed the 
major bank loan to be retired in December. A successful 
rights offering in March provided the company with working 
capital to support the high level of shipments being main- 
tained. Additional capital will be required as growth con- 
tinues. Anticipated profits will not produce sufficient cash 
flow and so your company is presently negotiating a private 
placement of common shares. 


The market for your company’s products remained firm for 
most divisions, although Ferritronics suffered from soft- 
ness in the United States manufacturing market, failing to 
meet its forecast growth. This division has been re-organized 
under new management and is expected to re-establish its 
growth curve. 

Communications Division continued to strengthen its posi- 
tion as a supplier of mobile telephones to the Trans Canada 
Telephone Companies and to major business users of 
mobile radios. Installations of the Systcoms Fringe Radio 
have proven the potential of this product and export is now 
being considered. Continuing demand for the attache case 
telephone has been confirmed and a change in the method 
of marketing of this product in the United States has been 
made. 


R. H. Nichols, as the major Canadian supplier of remote 
control equipment for hydro-electric systems and pipelines, 
maintained its share of the market. These large control sys- 
tems have continued to be required as part of long-term 
utility expansion plans, thus showing growth in sales during 
a period of general softness in the economy. 


Backlogs in both major divisions at this time are adequate, 
and prospects are good for continued sales increase in the 
Current year. The plants are now capable of meeting de- 
livery commitments and efficiencies introduced are result- 
ing in profitable operations. Careful budgeting and im- 
proved cost reporting will ensure that such improvement 
will be continuously monitored and controlled throughout 
the year. 

The management team directing the efforts of your com- 
pany is now made up of successful executives with proven 
records of accomplishment. Their background and train- 
ing have been that of the large multi-national companies 
and their contribution to the strength of the organization is 
only just beginning to be felt. The competence and enthusi- 
asm of the employees are the best assurance of your com- 


pany’s future success. Co Ye Ls , 


JOHN H. BALDWIN, President 


YOUR COMPANY — ITS DIVISIONS AND PRODUCTS 


ISL — COMMUNICATIONS DIVISION 


Manufacturing facilities in Montreal, P.Q. and Plattsburg, 
N.Y. produce Mobile radio telephones for public and 
private use — trunk mount and under-dash mount; VHF 
hand-held transceivers and Radio paging systems. 


Typical major customers: Bell Telephone of Canada, BC 
Telephone, Alberta Government Telephone, CN Telecom- 
munications. 


FERRITRONICS LIMITED 


Located in the Toronto suburb of Richmond Hill, Ontario, 
Ferritronics’ plant is equipped with the most advanced 
production and test facilities to manufacture LC electronic 
components, filters, mixers and oscillators. 


Typical majorcustomers: Northern Radio, Quindar, Marconi. 


R. H. NICHOLS CO. LIMITED 


Its plant in Downsview, Ontario, is Canada’s foremost Typical major customers: Ontario Hydro, BC Hydro, Orenda 
supplier of Supervisory Control and Telemetering systems Engines, United Aircraft, Government of Trinidad. 

for utilities and other industries. Products include Meter- 

ing systems, Battery chargers, Annunciators and Industrial 

instruments. 
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INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET AS AT APRIL 30, 1970 


ASSETS 


Current Assets 


Accounts receivable — 
Trade (mote 2). sn. 5 a eek a & ee ie Ie Pee epee oe 


Unconsolidated subsidiary... ... /..... Ge fg Av es Fe ee ace he 
Share subscriptions receivable . «7.42.5 +.) aie wie ek - 2 ee 
Inventories — at the lower of cost or net realizable value (notes 2 and 3) ................. 


investment in and advances to unconsolidated subsidiaries (note 1) 


Fixed Assets 


Property, plant and eyuipment'—/at/cost 2 2 oie) ee eee ene 
Accumulated ‘depreciation 22) 90.5. (oes eee 


Leasehold improvements — at cost less amortization ................ 0.000. c cee eevee. 


Excess of cost of shares over net assets of subsidiaries 


1970 


628,593 


460,030. 


709,195 


1,797,818 


1 
198,684 


198,685 


230,516 
75,894 


154,622 


26,905 


181,527 


106,108 


2,284,138 


1969 
re-stated 
(note 1 (c)) 
$ 


430,216 
47,684 


946,446 
1,424,346 


1,355,730 
1 
104,162 


1,459,893 


184,246 
58,276 


125,970 
27,078 


153,048 


196,459 
3,233,746 


SIGNED ON BEHALF OF THE BOARD 


J. H. BALDWIN, Director 


F. V. REGAN, Director 


a ee ee ee ee ee ee a ee a eae 


aa er i ee ee OD ee 


LIABILITIES 
ea oe wd ee a 
1970 1969 
re-stated 
(note 1 (c)) 
Current liabilities $ $ 
Palco veancess— Secured (NOGi2) a. 5.624 os seks ps ee Bee hei HO Rs on eee oe 589,441 469,364 
Accounts Payable and accrued. ltabilities =. 24, .5... a4mu.o5 ee v up se ueu vases > Abec teu ss 693,102 744,263 
Account payable to Unconsolidated subsidiary ..............5.0.0 0.0 cue eee ee eee es 21,905 
PE cUS One Siarenolmer semen yeah ee ren a. Ge a ed kody ek ae ee ore 348,461 92,033 
SMO DOLOn OL | OMG-LeMni ait sg casi. Aken We vues Gy Omi tok ets Mae a 64,594 4,594 
1:7.17,503 1,310,254 
BSOManc Dan lO all ee itn ee, nd CA See GS AA Le Supt aye Re sch cenigctiaeae ome 712,032 
ted 17903 2,022,286 
Long-term debt 
(less current portion shown above) 
Ove iiinten Oi Gandod lOall teers sre We, ci one ae Pe A he Cee nen ce ate 2,296 4,594 
8% loan from a shareholder, repayable in equal monthly 
instalments of $5,000 plus 
IntSEeS COMING NCIIGMUMG mar lor Oiiere 40k euelt hice, REN mae ot tere SRE Mirus ene 140,000 200,000 
142,296 204,594 
1,859,799 2,226,880 
SHAREHOLDERS’ EQUITY 
Capital stock (note 4) 
Authorized — 
5,000 5% preferred shares of $100 par value, redeemable at par 
5,000,000 common shares of no par value 
Issued or allotted as fully paid — 
2.525.676.common shares (1969 — 1,262,838 shares) ... 2.2.25 22. dae wu ces eases ns? 3,496,524 2,886,896 
GTC ee a eal oes es. fee ak tale, ed eo eee ers. can Sharh ls ca heehee eat vest ae oy 3,072,185 1,880,030 
424,339 1,006,866 
2,284,138 3,233,746 
July 27, 1970 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of International Systcoms Limited and subsidiaries as at April 30, 1970 and the consolidated statements of earnings, deficit and 
source and use of funds for the year then ended. Our examination included a general review of the accounting procedures and such tests of accounting records and other supporting 


evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at April 30, 1970 and the results of their operations and the source 
and use of their funds for the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year, except for 


CHARTERED ACCOUNTANTS 


the change in the basis of valuing inventories referred to in note 3 (b). 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS for the year ended April 30, 1970 


Gross profit 


Engineering, selling and administrative expense 


Recovery of prior years’ income taxes 


Loss before extraordinary items 


Extraordinary items 


Cost of termination:of a major progtaln i 2 ge eres 
New preduct development costs)... 5. 2405 Gar ee ee ee ae et ee 
Provision for warranties on prior years: Sales: @) 2 fags) eae te 
Prior years’ adjustments . 
Loss on sale of shares of an unconsolidated subsidiary. ae), ae ore ee 
Reduction of investment in and advances to an unconsolidated 

subsidiary to estimated net realizable value (note 1 (b)) ............................. 


Net loss for the year (notes 5 and 6) .......... 


The following expenses have been charged in the foregoing: 

Remuneration-of. executive officers: 2.5. G2 een eae 

Depreciation and amortization of fixed assets 

Amounts written off deferred new product 
development costs 


CONSOLIDATED STATEMENT OF DEFICIT for the year ended April 30, 1970 


Retained earnings (deficit) — beginning of year 


AS previously reportéd |... 226024 chee 
Reduction of investment in and advances to an unconsolidated 

subsidiary to estimated net realizable value (note 1(b)) ............. 0.0.0.0 .00 2000. 
AS restated: occ wos Lhe Regie ox cen Ry le eee 


1970 


$ 
2,716,593 


2,333,886 


382,707 
806,658 


423,951 


423,951 


52,520 
285,105 
340,228 


677,853 
1,101,804 


112,208 
33,096 


1970 


$ 


(1,660,030) 
220,000 


(1,880,030) 
1,101,804 


90,351 
3,072,185 


1969 
re-stated 
(note T (c 


1,924,353 
1,816,073 
108,280 
653,455 


545,175 
84,720 


460,455 


701,105 
536,624 
53,067 
24,438 
220,000 
1,535,234 
1,995,689 
49,747 
23,368 


731,861 


1969 
re-stated 
nee (c)) 


115,659 


115,659 
1,995,689 


1,880,030 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


for the year ended April 30, 1970 


Source of funds 
Pereerer CAUMAIIStOCK ey | c...27 os es ee kw 


maerotenares of, Delta Electronics Limited . .........40 0.0. 0c os analysts. age chad Os 


Use of funds 


RC RCM SOV ON pe! 0 jr PN 8 Ds | ede Senshe g. ghar at at ana Pratt uigl ut baa rete Se tats as, ae ee 


Less: Items not requiring cash outlay — 


Bere c AON anG -aNOliZatlOlay aseilgn he Pc icok ie coche eae he na Oe ete ee 


BieWwaenroduct CEVEIODINENE COSIS tha. Goi tct ait, oars wae ong neces A oe ee 


Loss on sale of shares of an unconsolidated subsidiary 


Reduction of investment in and advances to an unconsolidated 


subsidiary to estimated net realizable value 


Purchase of shares of an unconsolidated subsidiary 


eS TET 2) SICA ett Nt. ea ee A oc So eee ee eee 
Beare onGoverimirent.ot Canada loan. ../5..40 2 sie o8 ves ee es ee ey oe 


Current portion of 8% loan from a shareholder 


RURChASCHOIXEGsASS OtSi— NeCte oiic:, cu esl fen Greeks cul ened ERLE tac rit Unc, 8 CR eR Beene, 
Co ete ee. NC TOS Ca GIIMItEC nc. he io ov bes ee ee oP Be a ee ee eee 


Increase in excess of cost of shares over net assets of subsidiaries 


Increase (decrease) in working capital ................. 00. eee 


Working capital (deficiency) — beginning of year 


Working capital (deficiency) —endofyear 6.0.06. ee 


1970 


$ 
609,628 
1,070,625 


14,000 


1,694,253 


1,101,804 


33,096 


285,105 


340,228 


658,429 
443,375 


2,298 
60,000 
61,575 

448,750 


1,015,998 


678,255 


(597,940) 
80,315 


1969 
re-stated 
note 1 (c) 


$ 
1,698,377 


200,000 


1,898,377 


1,995,689 


23,368 
507,961 


220,000 


751,329 
1,244,360 


1,355,630 
292,000 
2,296 


33,500 
54,000 
11,484 


2,993,270 
(1,094,893) 


496,953 


(597,940) 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS for the year ended April 30, 1970 


1. Principles of consolidation 


(a) The consolidated financial state- 
ments include the accounts of all wholly 
and partly-owned subsidiaries with the 
exception of R. H. Nichols Co. Limited 
which have not been consolidated since 
this subsidiary has a dominant minority 
interest represented by preference shares. 


(b) The net loss of the unconsolidated 
subsidiary for the year ended April 30, 
1970 amounted to $431,082. The accumu- 
lated losses less profits since acquisition 
of this subsidiary have resulted in a reduc- 
tion of $560,228 in the estimated realiz- 
able value of the investment in and ad- 
vances to this company. Accordingly, this 
amount has been provided in the accounts 
as follows: 


Cost Provision Net 

$ $ $ 
Shares .... 37,163 37,162 1 
Advances .. 721,750 523,066 198,684 
758,913 560,228 198,685 


The liability for advances of $721,750 
in the accounts of the unconsolidated 
subsidiary has not been adjusted. 


(c) During the year, the company sold 
its investment in Delta Electronics Lim- 
ited. As a result, the consolidated finan- 
cial statements for 1970 do not include 
any portion of the operating results of that 
company. For comparison purposes, the 
operating results and financial position 
for the year ended April 30, 1969 have been 
restated to treat Delta Electronics Limited 
as a non-consolidated subsidiary for the 
year 1969 also. The re-stated deficit bal- 
ance as at April 30, 1969 has been in- 
creased by $13,266 over the balance 
shown in the 1969 consolidated financial 
statements to reflect the elimination of the 
net earnings of Delta Electronics Limited 
which were previously included in arriving 
at the consolidated net loss for 1969. 


(d) The accounts of a foreign subsidiary 
have been converted into Canadian funds 
at the approximate rate of exchange in 
effect at April 30, 1970. 


2. Security for bank advances 


The bank advances of the company and 
certain subsidiaries are secured by a 


a 


pledge of book debts and inventories of 
those companies. 


3. Inventories 
(a) Inventories are classified as follows: 


1970 1969 
$ $ 
Finished goods .... 47,529 201,486 
Workin process .... 322,071 188,691 
Raw materials ..... 339,595 556,269 
709,195 946,446 


(b) During the year, the company and 
one of its consolidated subsidiaries 
changed the basis of applying labour and 
overhead costs to inventories from esti- 
mated costs (as in prior years) to calcu- 
lated standard costs. This change in 
method resulted in an increase in the net 
loss for the year of approximately $61,500. 


4. Capital stock 


(a) In compliance with the terms of the 
rights issue of March 23, 1970, 1,262,838 
additional common shares were issued at 
$0.50 per share. The net proceeds from 
the issue of these shares amounted to 
$609,628 after deducting $21,791 for issue 
expenses. 


(b) Of the unissued common shares, 
126,000 are reserved to fulfill the provi- 
sions of an Employees Stock Option Plan, 
the terms of which are as follows: 


100,000 shares exercisable to the extent 
of 10% at the end of each 6 month 
period from May 1, 1970 to May 1, 
1975. 


26,000 shares exercisable to the extent 
of 25% at the end of each 6 month 
period from May 1, 1970 to May 1, 
1972. 


The shares may be acquired at a price 
of $0.50 each. 


(c) A further 34,287 common shares are 
reserved for the holders of share purchase 
warrants which entitle the holder of each 
warrant to subscribe for one common 
share at $10 per share to June 30, 1971 
and at $12.50 per share thereafter to June 
30, 1972. 


5. Net loss for the year 


The consolidated net loss includes the 
loss of a consolidated subsidiary which 
ceased operations during the year. The 
loss of $107,000 represents the cost of 
ceasing operations and includes a provi- 
sion for warranties on prior years’ sales of 
$52,520. 


6. Tax loss carry forward position 


The company and its consolidated sub- 
sidiaries have approximate losses for tax 
purposes available for application against 
future years’ taxable income as follows: 


Year incurred Amount Available to 
1966 4,500 1971 
1967 81,900 1972 
1968 35,600 1973 
1969 1,597,600 1974 
1970 447,800 1975 

$2,167,400 


7. Commitments and contingencies 


(a) The company has guaranteed the 
bank indebtedness of R. H. Nichols Co. 
Limited, which amounted to $465,211 at 
April 30, 1970. 


(b) Together with R. H. Nichols Co. Lim- 
ited, the company has agreed to indemnify 
the former Receiver-Manager of that com- 
pany from all claims and demands that 
may be made against him for having acted 
in that capacity. 


(c) Jointly and severally with Ferri- 
tronics Limited, the company has guaran- 
teed the indebtedness of the owner of the 
premises occupied by that company to a 
limit of $25,000. 


(d) Annual rentals under long-term 
leases amount to approximately $47,000 
to 1973 and $22,000 thereafter to 1983. 


(e) Repayment by the unconsolidated — 
subsidiary of the advance of $721,750 is — 
subordinated to that company’s bank ad- — 


vances. 


(f) The company is committed to pur- 
chase $50,000 of parts annually from a 
former subsidiary company for a period of 
Se en which commences January 1, 

970. 


| 
| 
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R. H. NICHOLS CO. LIMITED 


R. H. NICHOLS CO. LIMITED 
BALANCE SHEET AS AT APRIL 30, 1970 


ASSETS 


Current assets 


Accounts receivable (note 2)... ss. as © act A eee ee 


Accounts receivable from affiliated companies 
(notes 2eand.3) oo). .8h ac ees She i ik ae 


Inventories — at the lower of cost or net realizable value 
(notes.2 and-4)) oc gi. hoc wear ee a ee ec ee 


Prepaid Expenses.» . 2624s eye as em ea ee © a ee vee ae te 


Non-interest bearing loan receivable from affiliate company ................................ 


Fixed assets 


Machinery and-equipment'— al Gost 2. die haere Ses ere 
Accumulated depreciation 


Leasehold improvements — at cost less amortization 
(1970 — $12,029: 1969 — $931 0B) % oo eee eee ee ee ee 


Deferred new product development costs 


less amount written off (note 5). 2.26: ds Ree eee eee ee 


SIGNED ON BEHALF ON THE BOARD 


J. H. BALDWIN, Director 


F. V. REGAN, Director 


1,829 


80,770 


460,809 
4,829 


942,950 


14,000 


160,392 
131,594 


28,798 


2,143 


30,941 


987,891 


1969 


565,793 


580,424 
4,349 


1,150,566 


159,156 
124,419 


34,737 


4,574 


39,311 


46,458 


1,236,335 


LIABILITIES 


1970 1969 
Current liabilities $ $ 
PEI TEM ITOUG 2) ld nc chp cvs oe ce we ve sb awau ened lodges wicdiebuens Pha. 465,211 454,656 
Accounts payable and accrued liabilities AEE PEMA egies sa gene kee ee a ee ne 427,831 Dot es 
Seem avee—Dalrent COMPANY ..0.... 00.06. ec cae oe deca vee wa hipes ude ce deawhe des 85,668 71,860 
Meme vines OMCOMIACIS 9... 0.5. fede ee ia caw pee wndaneuwbebetnues 82,044 164,227 
Provision for completion of Nigerian contract 


Sete ee oe eee: 65,000 150,000 


17925, 754 1,391,866 
Advance from parent company (note6) .............................. B 2 Seicher See oe 735,750 287,000 


1,861,504 1,678,866 
DEFICIT LESS CAPITAL STOCK oe Bate ea 
ee re 2,053,931 1,622,849 
Capital stock (note 7) FET tie es 


Authorized — 


6,836 6% non-cumulative (except as described in 
note 7), non-voting, first preference shares of 
the par value of $50 each, redeemable at par 


14,000 participating second preference shares of 
the par value of $50 each, redeemable at par 


50,000 common shares of no par value 
Issued and fully paid — 


6,836 first preference shares................ ee re Pee Po a rn Hens 341,800 341,800 
587,650 587,650 
178,983 178,983 
3,478 3,478 
<> 
68,407 698,407 
n— 


1,180,318 1,180,318 
( 873,613)  ( 442,531) 
987,891 1,236,335 


AUDITORS’ REPORT TO THE SHAREHOLDERS July 14, 1970 


We have examined the balance sheet of R. H. Nichols Co. Limited as at April 30, 1970 and the statements of earnings and deficit, reserve for redemption of second preference 
shares and source and use of working capital for the year then ended. Our examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances, except that we have been unable to determine whether or not the provision for completion of the 
Nigerian contract is adequate. : ; 

Subject to the qualification set out in the preceding paragraph, in our opinion these financial statements present fairly the financial position of the company as at April 30, 1970 
and the results of its operations and the source and use of its working capital for the year then ended, in accordance with generally accepted accounting principles applied on a 


basis ,consistent with that of the preceding year. ee 
ce 4 eeew rG ¥ 


CHARTERED ACCOUNTANTS 


R. H. NICHOLS CO. LIMITED 


STATEMENT OF EARNINGS AND DEFICIT for the year ended April 30, 1970 


1970 1969 
$ $ 
Sales’... 6 0 Chk. nk be PR i es nk aes i i ec 2,760,389 1,758,843 
Cost of sales ...s-ci wth. ou hb De hee nk BA kB oe ate cee eae eee 2,626,688 1,708,045 
Gross profit . co hess i. ey angen ws le apie eth WTR a 133,701 50,798 
Selling and administrativeexpenses .. 66 ee 547,591 497,820 
Net loss for the year before extraordinaryitem ©... 6 ee ( 413,890)  ( 447,022) 
Extraordinary item 
Expenses of and provision for completion of Nigerian contract........................... ( 1/,192)- (5347523) 
Net loss for the year . «2. ef sui es ws eee ee ee en ( 431,082) ( 794,545) 
Deficit — beginning of year ... ...2..0.0 6 ci wan a, ce eee ce a a 1,622,849 807,833 
2,053,931 1,602,378 
Transfer to reserve for redemption of second preference shares......................... _ 20,471 
Deficit — end of year -'55. sits s sed ais «oe ee es Se re en ee ee 2,053,931 1,622,849 
The following expenses have been charged in the foregoing: 
Depreciation and amortization ofstixed assets =. 224.) ee ee 10,095 12,364 
Amount written off deferred new product development costs........................... 46,458 11,803 
Interest on:Jong-tarm debi a. 2 wk Ses ne cae ko, ee cere ee — 18,354 
Remuneration of directors and senior officers ............... 000... eee 69,459 85,436 


STATEMENT OF RESERVE FOR REDEMPTION OF SECOND PREFERENCE SHARES 
for the year ended April 30, 1970 


1970 1969 
Balance Beginning of year <<... 450 dene ee 68,407 47,936 
Amount set aside out of 1968 
net earnings (Motes?) cs. cs cd kl eee ee ane — 20,471 
Balance-=Endof year «6. cay ize 1s oo ee eee 68,407 68,407 


R. H. NICHOLS CO. LIMITED 


STATEMENT OF SOURCE AND USE OF WORKING CAPITAL 
for the year ended April 30, 1970 


1970 1969 

Source of working capital $ $ 
Pe meMnOnmrpanentCOMPANY). oo. 8 nis ea eke ce ee eels cad ene aap uk sa emwtees wn 448,750 54,000 
Peeumcesovond prererence SNares co... ec we ed bbws vee bees enue bes euuew ns _ 12,550 
448,750 66,550 

Use of working capital 
OE Vie UGE eo ee ee ne Cree em Ween ore, 5. 431,082 794,545 
Transactions not requiring an outlay of funds — 

PemlecrsohmanGucainOniZaulOn s 6en8 ss oes cccad limes Gua db wnt bee oc ee oe Be 10,095 12,364 
Amount written off deferred new product development costs......................... 46,458 11,803 
56,553 24,167 
374,529 770,970 
REE REARS SOIS ee ee 6k ne Fess Ate ls lowly ob oeue ye mae Oe «Oem aan 1,236 1,685 
Pe eser oT GaseiOld INDTOVEMENIS ~. 6... bh Ss tee bee hota o age ee es ee ee 489 1,135 

Non-interest bearing loan to an affiliate company ...............0.....020 050 e eee. 14,000 — 
390,254 773,198 
Increase (decrease) inworking capital ....... 6... ee 58,496 (706,648) 
Working capital (deficiency) —beginningofyear ................ 2... ee (241,300) 465,348 
Working capital (deficiency) —-endofyear....................... foe Lc ee See Ae eee (182,804) (241,300) 


R. H. NICHOLS CO. LIMITED 


NOTES TO FINANCIAL STATEMENTS for the year ended April 30, 1970 


1. Receiver-Manager 


In May, 1968, the appointment of the 
Receiver-Manager of the company was 
terminated. The Company, together 
with International Systcoms Limited, 
has agreed to indemnify the former 
Receiver-Manager from all claims and 
demands that may be made against 
him for having acted in that capacity. 


2. Bank loan 


The bank loan is secured by a gen- 
eral assignment of book debts and in- 
ventories and a floating charge deben- 
ture of $400,000. The bank loan is 
guaranteed by a shareholder up to 
$125,000 and the parent company, 
International Systcoms Limited, has al- 
so provided a guarantee as security 
for the bank loan. 


3. Accounts receivable from affiliated 
companies and other 


International Systcoms Limited, the 
parent company, has guaranteed the 
Company’s receivable from Progress 
Balance & Control Limited in the 
amount of $56,298. Holdbacks in the 
amount of $96,374 (1969 - $96,513) are 
included in accounts receivable. ~ 


4. Inventories 


Inventories are classified as fol- 
lows: 


1970 1969 
$ $ 
Raw materials .. 198,347 162,895 
Work in process 163,908 358,888 
Finished goods. 98,554 58641 
460,809 580,424 


5. Deferred new product development 
costs 


New product development costs 
amounting to $46,458 which previously 
had been deferred are included as an 
operating expense for the year ended 


April 30, 1970 as the projects for which 
the expense had been incurred were 
abandoned by the company. 


6. Advance from parent company 


Repayment of the advance from the 
parent company of $735,750 is subor- 
dinated to the Company’s bank ad- 
vances. 


7. Share capital 


The holders of the first preference 
shares are entitled to receive fixed pre- 
ferential non-cumulative cash divid- 
ends at the rate of 6% per annum 
(called the fixed dividends). They are 
also entitled to receive with respect to 
each fiscal year of the company pre- 
ferential cumulative cash dividends 
equal to the lesser of: 


i) 15% of the net earnings of the 
company for such fiscal year; or 


ii) 6% of the amount paid up on the 
first preference shares then outstand- 
ing; 
less any fixed dividends previously de- 
clared and paid on such shares with 
respect to such fiscal year. 


The first preference shares may be 
redeemed at their par value or pur- 
chased for cancellation at a price not 
exceeding their par value; provided al- 
ways that the company shall not re- 
deem or purchase for cancellation any 
first preference shares so long as any 
second preference shares are issued 
and outstanding. 


No dividend shall at any time be 
declared payable on the second pref- 
erence shares or the common shares, 
unless at the same time a dividend in 
the same amount per share is declared 
payable on the common shares or sec- 
nue preference shares as the case may 

e. 


The second preference shares may 
be redeemed at their par value or pur- 


chased for cancellation at a price not 
exceeding their par value. 


So long as any of the second prefer- 
ence shares are outstanding, the com- 
pany shall on or before April 30 in each 
year set aside in a special account on 
its books an amount equal to 25% of 
the net earnings of the company for 
its last preceding fiscal year, which 
amount shall be applied as soon as 
practicable for the redemption of sec- 
ond preference shares provided that 
the company shall not be required to 
so apply an amount less than $50,000. 
An amount equal to the accumulated 
reserve for redemption of second pref- 
erence shares was to be disbursed in 
the year ended April 30, 1970. On May 
8, 1970 the trustee advised holders of 
the second preference shares that 
1,360 shareswith a par value of $68,000 
would be redeemed on June 15, 1970. 
The Company has .forwarded funds 
sufficient to effect the redemption to 
the trustee. 


8. Commitments 


The company is obligated under a 
lease on its premises to pay $20,600 
per annum to January 7, 1974. 


The Company also leases vehicles 
and certain equipment on a short-term 
basis. 


9. Tax loss carry forward position 


The Company has losses for tax pur- 
poses available for application against 
future years’ taxable income as fol- 
lows: 


Yearincurred Amount Available to 
$ 
1966 863,951 1971 
1969 634,833 1974 
1970 439,920 1975 
1,938,704 


